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1. GOES REACTION TO SECRETARY'S UNGA SPEECH AS REPORTED IN REFTEL 
SUGGESTS TO ME THAT THE IRANIANS AND WE MAY BE TALKING PAST EACH 
OTHER WHEN IT COMES TO ANY DISCUSSION OE MERITS OR DEMERITS OF 
RECENT INCREASES IN THE PRICE OF OIL. AS THE DEPARTMENT IS WELL 
AWARE, GOI AND ESPECIALLY INCLUDING THE SHAH HIMSELF FIRMLY 
BELIEVE THAT OIL PRICE INCREASES ARE JUSTIFIED BY THE LAWS OF 
SUPPLY AND DEMAND, BY THE "TRUE" VALUE OE THE COMMODITY ITSELF 
AND BY THE FACT THAT OIL "PRICES" HELD STEADY IN THE FACE OE OVER 
A DECADE OF RISING PRICES OE IMPORTED GOODS FROM THE WESTERN WORLD 
(THOUGH ADMITTEDLY THIS IS NOT THE CASE WITH PRODUCER COUNTRY 
TAKE.) IN THEIR VIEW THE OIL PRICE INCREASE WAS A LONG OVERDUE 
ADJUSTMENT OF AN UNJUST AND UNEQUAL RELATIONSHIP BETWEEN IT AND 
THE GOTOMTNGLN MUST OBTAIN FROM THE WESTERN WORLD TO ENCHANCE ITS 
SECURITY AND IMPORVE THE LIVING STANDARDS OF ITS PEOPLE. 


2. WHETHER INTENTIONAL OR OTHERWISE THE IRANIANS APPEAR TO INTER- 
PRET OUR STRONG REACTION TO THE INCREASE IN OIL PRICES TO MEAN THE 
PRICE THAT THE AMERICAN CONSUMER PAYS AT THE GAS PUMP AND FOR HIS 
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HEIGHT OF CYNICISM SINCE THEY ARGUE THAT IF WE ARE TRULY CONCERNED 
ABOUT CONSUMER PRICES WE COULD EASILY RELIEVE THE SITUATION BY 
REDUCING OUR OWN TAXES ON PETROLEUM PRODUCTS AND FORCE PETROLEUM 
COMPANIES TO LIMIT THEIR PROFITS TO MORE MODEST PROPORTIONS. 

RECENT PRESS REPORTS OF RECORD OIL COMPANY PROFITS READILY CONTRI- 
BUT TO HEIGHTENED IRANIAN INDIGNATION OVER WHAT THEY PROFESS TO 
BELIEVE (AND INDEED I THINK MANY SINCERELY DO BELIEVE) IS THE 
INSINCERITY AND INJUSTICE OF OUR ATTITUDE. 

3. IRAN IS OF COURSE NOT UNAWARE OF THE SEVERE BALANCE OF PAY- 
MENTS EFFECT OIL PRICE INCREASES HAVE HAD ON IMPORTING COUNTRIES, 
PARTICULARLY THE LDC'S. THEY FEEL, HOWEVER, THAT THEY HAVE ACTED 
FAR MORE SWIFTLY AND RESPONSIBLY THAN ANY OTHER OPEC MEMBER IN 
ATTEMPTING TO EASE THE BURDEN BY PROVIDING FOR SPECIAL BILATERAL 
ARRANGEMENTS WITH SUCH COUNTRIES AS INDIA, PAKISTAN, AND TH SUDAN. 

IN ADDITION THEY ARE PUZZLED AND DISAPPOINTED OVER THE APPARENT 
LACK OF US ENTHUSIASM FOR THEIR PROPOSALS TO CREATE A SPECIAL 
DEVELOPMENT FUND, TO PURCHASE IBRD BONDS AND TO LEND TO THE IMF, 

ALL STEPS PRAISED EXTRA VAGENTLY BY WORLD BANK PRESIDENT MCNAMARA. 

4. IT SEEMS TO ME THAT IT IS TOTALLY UNHELPFUL TO CONTINUE TO TALK 
PAST EACH OTHER AND THAT WHAT WE NEED IS A FULLY DEVELOPED RAT- 
IONAL EXPOSITION OF OUR THOUGHTS ON THIS ENTIRE QUESTION, INCLUDING 
AN OBJECTIVE EXAMINATION OF THE POINTS IRANAINS ARE MAKING. IF 

THE PRICE OF GASOLINE TO THE AMERICAN CONSUMER AT THE PUMP IS NOT 
WHAT'S REALLY BOTHERING US, THEN WE OUGHT TO BE ABLE TO SAY SO 
CLEARLY AND WHY. IF OIL COMPANYPROFITS ARE NOT OUT OF LINE, WE 
OUGHT TO BE ABLE TO EXPLAIN HOW WE HAVE ARRIVED AT THIS CONCLUSION. 
IF WE BELIEVE THAT WE HAVE DEVISED AND IMPLEMENTED WAYS IN WHICH 
THE WESTERN WORLD HAS OFFSET THE IMPACT ON LDC'S OF PRICE INCREASES 
ON GOODS THEY IMPORT FROM THE WEST, THEN WE OUGHT TO BE ABLE TO 
CITE HOW AND TO WHAT DEGREE THIS HAS BEEN ACHIEVED. 

5. WITH REGARD TO THE PRICE OF OIL ITSELF, IF IT IS OUR INTENTION 

TO ARGUE THAT THE MARKET FORCES OF SUPPLY AND DEMAND SHOULD NOT BE 
PERMITTED TO REGULATE THE PRICE OF lOL OR INDEED THAT THE PRICE 
SHOULD NOT BE ARBITRARILY AND UNILATERALLY SET BY THE OPEC CARTEL, 
THEN IT SEEMS TO ME WE MUST PROPOSE A SPECIFIC CONCERTE FORMULA BY 
WHICH THE PRICE OF OIL AND PRESUMABLY OTHER GOODS AND COMMODITIES 
ARE ESTABLISHED. AS THE SECRETARY SO ELEQUENTLY PUT IT IN HIS UN 
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SPEECH, LET US BEGIN BY DISCARDING OUTDATED GENERALITIES AND 
STERILE SLOGANS - - - WE ARE PART OF A SINGLE INTERNATIONAL 
ECONOMIC SYSTEM ON WHICH ALL OF OUR ECONOMIC NATIONAL OBJECTIVES 
DEPEND. 
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